Y
% 1.7 Expanding a business Fla

SCOTT

Revision with Mrs 8


https://www.facebook.com/profile.php?id=61553057515031

W

Revision with Mrs 8




rganic growth
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ThlS is where a business grows naturally, normally due
to increased demand, it is classed as internal growth.
This can be through franchising, opening new stores,
e-commerce and outsourcing.
Advantage - Less risk as the business keeps full
control.
Disadvantage - It can take a long time and
competitors may gain customers through quicker
growth methods.

Revision with Mrs S






This is where a large business lets another
indivdual or smaller business use their name for
a fee. It is classed as organic growth.
Advantages - A quick growth method and the
risk is passed to the franchisee. This is therefore
a low risk method.
Disadvantage- The business may loose its
consistency as it is difficult to manage.
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Takeover

-~ Thisis where a business purchases another business.
- This is classed as external growth. '
Advantage - Instant growth. )
e - Normally requires restructuring hence ‘

.
i

job losses and therefore bad publicity.
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Merger

This growth method is where two or
— Mmore businesses join together. Thisis g
classed as external growth.

a—
Advantage - Instant growth

Disadvantage - You have to mutually
agree how the business will be run and
restructuring will normally cause job
losses.
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Outsourcing
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Outsourcmg il nmm

This is where a business hires another busmess or indivdual \
to perform a task or service for them. Itis used as an inernal |
organic growth method as it helps to increase capacity or ‘,
ensures the business can focus on its main aims. '
Advantages - It enables the business to focus on its main
aims. They can gain a specialist in the area they require. It
helps to increase capacity. : : ‘: : -

Disadvantages - loss of control, may risk quality issues and it L
can be expensive. --—-— -
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Logistics Co*té’__ Promotion Costy

This is where a business can take advantage of reduced costs
per unit because they can purchase and produce in bulk.
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This directly relates to larger businesses having
more buying power and therefore reducing their
costs per unit.
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Technological
economles of scale
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' This is where larger businesses have the money to
invest in the latest technology, so they are able to
operate more efficienctly.
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Dlseconomles of scale . iy
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This is where a business gets so large that difficulties are
more likely to occur, such as reduced communication, due —

to the many layers. Demotivated staff, due to loss of
personal touch and decisions taking along time, due to . -4 ; ‘q
hierarchy. Therefore the costs per unit increase. it ": LA
Diseconomies of scale is a risk of growth. el
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